2013 Bond Workshop at the Indiana State Library on August 14
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Bond Issues: Managing
Public Library Projects, Debt
and Tax Rate
Indiana State Librowy
August 14, 2013
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Discussion Topics

» Roles and Description of Project Finance
Team

Project Planning and Considerations
Bond Structures

Legal Processes — Approval of the Bonds
Sale of the Bonds and Post-Sale Activities
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Learning Outcomes

+ Participants will be able to identify members of
the Project Finance Team (i.e. Working Group)
and their roles in the financing

 Participants will be able to define the types of
financings available to Libraries

 Participants will be able to develop and discuss
a list of considerations when bonds are
structured

» Participants will be able to summarize the
process to gain approval for bonds

Slide 4

You'll need to pull back and
look at the big picture and see
how each turn gets you to your

destination

Preliminary Election, c

Determination Pet/Rem Race or . o

- Hearing No taxpayer input Bidding & oy
) Closing on the ol
%J Approval of Bonds S
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Roles and Description of

Project Finance Team

Slide 6

and you are THE
DRIVER.

The Road to a Project. ..

6
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Slide 7
IT CAN BE A LONG
ROAD
You will need your _
Dashboard with all the
_____ Tools
Slide 8

You'll need some Keys

Cast of Characters

— AKA the
"Professionals"

- These are services therefore public bidding not legally required

» Make sure experience matches the needs of your project
« Talk with references (and other Libraries who have used them)
« Communicate upfront expectations of fees and expenses (when they

are to be paid & the amount to be paid if the project fails)
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Slide 9
The Voters (?)
May be slightly
diﬁ:é?:; " Board of Trustees
dzg?\tracﬁng
method
Library Director
. Financial Local Bond
L Architect } ‘ Advisor J [ Attorney ’ L Counsel }
ng;:t';ggp (Trustee Bank} {Political Consultantg [Underwriter}
| ) ; L ] 9
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Roles of the Team

Assists Library in assessing building needs; prepares
Architect i schematic, design development and construction plans;

i provides construction estimates; coordinates construction

i bidding and serves as liaison between owner and

| contractor.

Construction

- | manager, clerk of the works, architect through extended
Supervisor '

i services contract or Library personnel. Oversees the

i construction. If construction manager used, they review
i plans and provide estimates of construction cost and

i generally are used with multiple construction contracts

______________
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Slide 11
5} b
- Ry * Roles of the Team (Cont’d)
e
Structures financing; advises on bond size, interest rates,
Financial circuit breaker tax caps and term of repayment; assists with :
Advisor determining and presenting tax impact to Board and taxpayers; |
i prepares official statement, assists in rating process and '
conducts sale.
"I__E\;vest b-idder in a public bond sale or fhe invéstmént baﬁker
Underwriter hired to underwrite the bonds when a negotiated sale is used.
i Provides financial advisor and Library with information on both |
current market and estimated future interest rates. ’
: Recommends best timing for sale.
E"I:jank used in a lease financing which holds bond broceéds in |
Trustee Bank | : trust; invests proceeds; writes checks for expenditures when
| authorized; collects lease rental and pays bondholders.
11
Slide 12

resolutions of Library board and building corporation;
i coordinates legal publications; arranges for appraisal
proceedings, if needed; obtains title insurance and acts as

Advises on correct procedures to follow; prepares financing
timetable; drafts major documents; advises (with other team
i members) on strategy for successful petition/remonstrance or
referendum; shepherds closing on bonds; reviews all

i proceedings and delivers bond counsel opinion that
lease/bonds are valid and interest on bonds is tax exempt.
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Project Planning and

Considerations

Slide 14

A Map of the Stops Along the Way

WHAT is the Need - @
HOW DO YOU DECIDE WHAT IS

THE PROJECT?

Is the NEED tax
management?

» Facility Assessment _
~Quality & Function of Facilities
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A Map of the Stops Along the Way

HOW MUCH --How bo

YOU PLAN TO PAY & STRUCTURE

THE PROJECT? - -
| HOW MUCH WILL THE OPTIONS COST & |

WHAT TAX IMPACT

¥

Hire a Financial
Advisor and Bond
Counsel

Slide 15

........

¥

Working Group meets to
develop Financing Structure
& Timeline

Working Group Meeting

 Typically attended by: Director, Architect,
Financial Advisor, Library Counsel and
Bond Counsel.

« Agenda: Planning of project options
(including structure, timing, processes,
estimated costs) to present to the Library
Board and public.

Slide 16
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2013 Bond Workshop at the Indiana State Library on August 14

Planning Questions

What types of projects are being contemplated?

Is the Library currently using Operating or Capital
Projects funds for capital expenditures?

How will the par amount be determined (a maximum
amount or project driven)?

Are there funds on hand that will be contributed toward
the project?

What is the existing debt structure of the Library?

How will Circuit Breaker Tax Credits be impacted from
the issuance of bonds?

Who is the fiscal body? What is the political
environment? 17

Project Scope

Renovation of existing facilities/ Ve N

o I_s the Libra_ry currentl_y \

Addition to existing facilities |~ using Operating or Capital
rojects funds /

NeW ConStrUCtion \\ for capital expenditures? //
Land acquisition and development
Roofing
HVAC - \
Carpeting | Whatis the useful life of |
Computers (hardware only) \‘:e P’°'e°‘5"mP’°Veme“‘?f/"

~

Technology infrastructure —
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2013 Bond Workshop at the Indiana State Library on August 14

IDENTIFY OPTIONS
AND THE COST OF

EACH

Always talk about --

TOTAL PROJECT
COSTS =

Hard Construction Costs +

Soft Construction Costs +
Costs of Issuing Bonds

Hard Costs

Hard Construction

Construction, i.e., “bricks &
mortat”

Site work
Utility relocation

Contingency

Soft Costs (20%-30%)

Soft Construction

Costs of Issuance

Architect

Financial advisor

Construction manager

Library counsel

Printing of plans

Bond counsel

Buildet’s risk insurance

Title insurance

General conditions

Trustee/Registrar/Paying
Agent bank

Equipment

Underwritet’s discount

Technology

Official statement

Land

Interest during construction

20
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2013 Bond Workshop at the Indiana State Library on August 14

How to Size the Borrowing

Methods of Financing Library

Construction

CASH:
Capital P oiects Fund w—>

Library Improve: 2t Reserve Fund o—> FESI0
Grants m—>

LOAN or
BORROWING:

General O 2ation Bonds e=—3
Lease Re tal Bonds w—> )
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2013 Bond Workshop at the Indiana State Library on August 14

Debt Structuring

» Structure

— Level : Same payments throughout repayment term,
much in the same way your home mortgage is paid

— Wraparound : Payments are increased as existing
debt is repaid in an effort to maintain level payments
for ALL outstanding debt

* Term
— Maximum of 20 years

— Should match the useful life of the projects/items that
are being financed

23

General Obligation Debt Limit

Net assessed valuation $566,700,000
Divided by 3 3
Times: 2% general obligation debt issue limit 2%

General obligation debt issue limit 3,778,000
Less: Outstanding general obligation debt (1,250,000)

Estimated amount remaining for
general obligation debt issuance $2,528,000

If the total project cost exceeds the debt limit, the
bonds must be issued as Lease Rental Bonds. 24
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$500,000 Payments of
Drop in debt approximately
i) $450,000 - O servicz payments $250,000 — increase
g $400,000 in payments of
E $50,000
S $350,000
& 300000 —@-W- — | — — \
% $250,000 == &= ¥
7]
‘_g $200000 -+ — — — — — — —m W R B B B B B B B B B B m
0 $150,000
[}
2 $100,000
f=4
< $5000 + ———————@NNEBNBBEAEREBRR
$0 . — - -
YO >0 0 80 DO O N A ax a0 A DD LD N )
NN PILI IV PP PP IDO D
N N S S S S SIS S S S S S S Sl S Sl S S
Budget Year
General Obligation Bonds, Series 1998 ® First Mortgage Bonds, Series 2002
First Mortgage Bonds, Series 2013
25
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$500,000
$450,000
$400,000
$350,000
$300,000
$250,000
$200,000
$150,000
$100,000
$50,000
$0

Annual Debt Service Payments

General Obligation Bonds, Series 1998
First Mortgage Bonds, Series 2013

Wraparound Debt Structure

Payments of approximately $400,000 —
no increase in payments

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Budget Year

m First Mortgage Bonds, Series 2002

26
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Look at decreases in
$500,000 debt payments as
o $450,000 Payments decrease by $150_,000 in opportunities to issue
£ 2014 due to debt being paid off debt with minimized
2 $400,000 tax impact.
% $350,000 | |
o
3 $300,000 — N
S $250000 |
n
% $200,000
2 $150,000
<
2 $100000
< $50,000
2012 2013 2014 2015 2016 2017 2018 2019
Budget Year
General Obligation Bonds, Series 1998 m First Mortgage Bonds, Series 2002
27
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$500,000
$450,000
$400,000
$350,000
$300,000
$250,000
$200,000
$150,000
$100,000
$50,000
$0

Annual Debt Service Payments

Tax Rate Management (Cont’d)
Total Payments = $400,000
New Bonds issued in 2013 with NO tax increase

T
N

7[

2012

General Obligation Bonds, Series 1998
First Mortgage Bonds, Series 2013

2013 2014 2015 2016 2017
Budget Year

2018 2019

® First Mortgage Bonds, Series 2002

28
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2013 Bond Workshop at the Indiana State Library on August 14

Tax Rate Management (Cont’d)

$500,000
$450,000

$400,000
$350,000
$300,000
$250,000

$200,000
$150,000
$100,000
$50,000
$0

Annual Debt Service Payments

2012

Don’t Let
Payments
Decrease!

N/

2013 2014 2015 2016 2017

Budget Year

General Obligation Bonds, Series 1998
First Mortgage Bonds, Series 2014

2018 2019

u First Mortgage Bonds, Series 2002

29

Circuit Breaker Tax Credits

Property
Classification

Other Residential,
Rental,
Agricultural Land
and Long-Term
Care Facilities

Gross
Assessed
Value

$100,000

$100,000

Capped
Percentage

2%

Maximum Tax
Liability

$1,000

$2,000

Business 5
(Real/Personal) gLy

$3,000
30
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Slide 31
How are Tax Credits Funded?
 Credits are funded by a reduction in
property tax revenues of all Taxing Units in
proportion to their levy.
* Property tax rates may not be increased to
offset the shortfall.
* Funds may not be borrowed to offset the
shortfall.
31
Slide 32
$200,000
g B
1% Cap 1% Cap 1% Cap (rental, farm) (business)
Lr(;ﬁ;—g\fvr:frl/lfl':lxpayer $100,000 $150,000 $200,000 $150,000 $150,000
SO ion 500 smo som . .
Less Supplemental
35% Homestead ($19,250) ($36,750) ($54,250) $0 $0
Deduction
B‘Zﬂ%;gage ($3,000) ($3,000) ($3,000) $0 $0
Net True Tax Value $32,750 $65,250 $97,750 $150,000 $150,000
.'??’\i/dse%lgg =0 $328 $653 $978 $1,500 $1,500
Times Estimated Tax
Rate from All Taxing $3.50 $3.50 $3.50 $3.50 $3.50
Units
Gross Tax Bill $1,146 $2,284 $3,421 $5,250 $5,250
Less Tax Credit ($146) ($784) ($1,421) ($2,250) ($750)
Max. Tax Bill Taxpayer
Pays (TTVx__ %) $1,000 $1,500 $2,000 $3,000 $4,500
Loss to Units $146 $784 $1,421 $2,250 $750 32
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Slide 33
Levy Reduction
County $0.3500 ($10.00)
Township 0.0350 (1.00)
School 1.7500 (50.00)
Library 0.0525 (1.50)
City 1.3125 (37.50)
Total $3.5000 ($100.00)
Beginning in 2014, Non-Exempt Debt Funds
will NOT receive Circuit Breaker Tax Credits.
33
Slide 34
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Slide 35
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Slide 36

Factors Influencing Circuit

Breaker Tax Credits

» Assessed Values
— Actual trending results
— Significant changes to the tax base
* Levies
— Changes in growth factor of Controlled Funds
— Issuance of debt (inside tax cap calculation)
» Credits
— Income tax collections
— Changes to local homestead credits
— Adoption of Property Tax Relief LOIT (Option B)

36

There are 3 major drivers influencing circuit breaker tax credits — Assessed Values,
Levies and Credits

*Assessed Values
*Growth or decline to the tax base
*Levies
*Could also include increases due to building up working balances
*Credits
*Local HS Credits — CEDIT/COIT HSC
*Adoption of LOIT B — which can be distributed to homesteads, qualified
residential property (including homesteads, rental property and apartments)
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Project Scenarios

 Library A
— Project Scope: Roofing, carpeting, computers
— Total Project Cost: $600,000

in 2015
— $5,000 annual circuit breaker impact (1% of levy)

1. How long should the debt be repaid?
2. When should the debt be issued?
3. How should the debt be structured?

— Existing Debt: $125,000 annual payments, fully repaid

37

Slide 38

Project Scenarios (Cont’d)

» Library B
— Project Scope: New construction
— Total Project Cost: $3,000,000

in 2017
— $100,000 annual circuit breaker impact (20% of levy)

1. How long should the debt be repaid?
2. When should the debt be issued?
3. How should the debt be structured?

— Existing Debt: $500,000 annual payments, fully repaid

38

Revised and Printed August 15, 2013 20

ISL/LDO



2013 Bond Workshop at the Indiana State Library on August 14
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Project Scenarios (Cont’d)

» Library C
— Project Scope: Renovation of existing facilities
— Total Project Cost: $1,500,000

(prior debt payments were $250,000)
— $25,000 annual circuit breaker impact (5% of levy)

1. How long should the debt be repaid?
2. When should the debt be issued?
3. How should the debt be structured?

— Existing Debt: No debt payments — fully repaid in 2012

39

Slide 40

Bond Structures

40
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Slide 41

General Obligation Bonds

‘4‘. .
L ] %,
b Ll ey

issues Bonds builds

Library New Building

Bonds subject to constitutional
debt limitation

True Tax Value / 3 X 2% = debt limitation
Example: $900,000,000 / 3 X 2% = $6,000,000

41

Slide 42

General Obligation Bond

Characteristics

) Library obligated to repay
—) Must be competitively bid
) Fewer steps, quicker, cheaper

=) Uses debt capacity (not there for
emergency)

42
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2013 Bond Workshop at the Indiana State Library on August 14

General Obligation Bond

Steps

‘T Library Board meeting to adopt bond
resolution
'Day
2 Publish notice of additional appropriation hearing

Library Board meeting to hold
additional appropriation hearing

43

Elected Board Approval -

Budget

Budget is More than 50% If 50% or more of
Greater than parcels outside parcels are within
Growth Quotient City/Town the City/Town
IC 6-1.1-17-20.3  limits: limits:
A. But Library B. Library IfnotAorB =
district originally All Others
coterminous to established by
City/Town City/Town
Body with County City/Town Council City/Town County
Binding Council Council Council
Approval

Budget is Equal All
or Less than

Growth Quotient

IC 6-1.1-17.35

Body with Non-  County Council
binding review

44
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Approval of More than If 50% or more
Bonds 50% parcels  of parcels are
IC 6-1.1-17-20.5 outside City/ within the
Town limits:  City/Town
limits:
A. Library district B. Library lfnotAorB =
coterminous to originally All Others
City/Town established by
City/Town
Body to Approve  County Council ~ City/Town Council ~ City/Town City/Town
Issuance of Council Council (statute
Bonds is actually
silent)
" . 45
Additional Appropriation Approval?
Slide 46
s
Sk o F—
M~
AT Y
J “\ié} v F -
Mo 3
Bond
-0
)
»e
v s {fh" - {f‘u
i J A LSRSteSSS O
};'l/l"l""’” v Bond Holders
Lease payments "
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Slide 47
Lease Characteristics
* No debt limit + May be negotiated or
. May be limited by sold Competitively
market * Mortgage property
* Takes more time » Deal with another
« More expensive entity—Building
Corporation
o many & W\
47
Slide 48

Practical
Tips

48
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2013 Bond Workshop at the Indiana State Library on August 14

Lease Steps

Circulate Taxpayer Petition

ibrary Board meeting to accept taxpayer
Petition, approve building corporation
and form of lease

]
]
&)

Publish notice of hearing on lease

Library Board meeting to hold
hearing on lease and execute lease

Publish notice of execution of lease

49

Three Phases of
Construction Plans

Schematic Drawings

Design Development
Drawings

Construction Drawings
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Slide 51

A Map of the Stops Along the Way

! o Schematic Drawings

i o Design Development Drawings

I o Construction Drawings

i o Bid —Award to Lowest Responsible, Responsive Bidder
ILD Construct

Design, Bid & Build -

Three
Different

_____ _ Methods
Design/Build --

|

|

i

o Hire Design Criteria Developer i
o Appoint Technical Design Committee !
o Request for Qualifications (select 3 design/build teams) i
|

|

|

|

|

|

o Request for Proposals
o Award to Highest scoring team with lowest cost
o Construct

. Energy Savings Contracts--
i o Request for Proposals
i o Award

Il o Construct

Procurement

51

Slide 52

Legal Processes — Approval

of the Bonds

52
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Slide 53
A Map of the Stops Along the Way
WHAT are the Options
to Satisfy the Needs -- HOW DO
YOU DECIDE WHAT IS THE
PROJECT? N S
Evaluate OPTIONS to solve |
»»»»» the Problems
Stakeholder |n(|a\|/i|;31yja|
Group (All meetings to
parts Oft determine
community SNITT
represented) VI%B!L}IL}; of
Slide 54

[

54
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Slide 55

Slide 56

56
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Long Term Planning

Ongomg Goodwill Campaign

Slide 57

ibraries & Community are partners — DUTY to

ommunicate

Develop a core group of volunteers and a communication

(W '!lillfi“ Gt

network

. == Fducate about the money and how you spend it — They need

TS

to know!
57

Slide 58

Create & Bank

Goodwill & Trust

« Get community members into your
Library!!

» Create volunteer opportunities for senior
citizens

* Provide news releases about “good
news” and “events” at the Library

» The better citizens feel about public
library, the more likely they will vote yes
and trust you with their money

Build a relationship with the politicians!!!!

58
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Slide 59
Construction Referenda Results
43 Construction Referenda since 2008
18 Wins & 25 Losses
Slide 60

Construction Referendum

Results for Libraries
Since 2009

May 2012- Hartford City Public Library —
Withdrew Question

May 2012 — Johnson County Public Library —
FAILED
4,668 yes to 13,441 no (26%-74%)

November 2011 — Jasper Public Library —
FAILED
1,461 yes to 3,884 no (27% - 73%)

60

Revised and Printed August 15, 2013 31 ISL/LDO



2013 Bond Workshop at the Indiana State Library on August 14

Slide 61
Upcoming Elections
20010 2015
2014 2015 2016 2017
May 2014 | Nov 2014 May 2015 | Nov 2015 May 2016 | Nov 2016 May Nov
2017 2017
Primary General Primary General Primary General
State State Municipal | Municipal Governor, | Governor, None | None
Auditor & | Auditor & Elections | Elections US & gs&
L L * « State tate
Usa | vsa || rCheck | *Check || ponc’e | reps.a
State State W'g yﬁur W'g yﬁur Senators | Senators
Reps. & Reps. & er er & County | & County
Senators | Senators Officials Officials
% =
No Scheduled Elections in 2017 &
=]
Slide 62
, L3
Board’s Role in the
Planning Process
Political eyes and ears of the Library
Strategically plan & participate in individual
meetings with the centers of influence
Honest disagreement and voicing concerns in a
productive, respectful manner
|dentification of campaign organizers
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Slide 63

The Project

Not necessarily
the BEST
Project but one
that can WIN!!

Slide 64

Petition/Remonstrance Race
vs. Referendum

Petition -

Remonstrance Race:

— Chance of winning

— Vote is public

— Opposition has to get
signatures too

— Divisive

— Not outside the Tax
Caps

* Referendum:
— Vote is private
— Less effort for
Opposition
— Fewer community

scars

— QOutside the Tax Caps
(therefore more
equitable)

64
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Slide 65
Taxpayer/Voter
Process Applicable
i Process 1: Subject” to Referendum
paid from
epeiy Process 2: Subject” to Petition —
S Remonstrance Process
bonds (even
R Process 3: Subject to no additional
opposition process
N
*Applies only if
Local Government i
Finance approval pwith ooy
required Election Board.
65
Slide 66
Pit stop for the
Legal Process
Is it @ Controlled
Project?
» Project funded by bonds or a lease and will
cost more than the |esser of:
(i) $2,000,000 or
(ii) 1% of total gross assessed valuation (if
at least $1,000,000)
‘‘‘‘‘ E;(amplé‘:mi_ibrary_;_s gross_é_lssesse_d value_‘ims_ iiiii ;
$150,000,000 = Trigger for Controlled Project
L is$1,500000 i o
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2013 Bond Workshop at the Indiana State Library on August 14

Legislative Change

« Donation or Gifts don’t count toward
TOTAL COST when determining if itis a
"Controlled Project" and which legal
process applies

« Example — Grant of $500,000 and
$2,000,000 Bond is an non-Controlled
Project

67
Petition-Remonstrance Process

P/R Race = PROJECT > than $2 Million but <
Amount that triggers Referendum

Same procedure — Race only applies if application
petition filed with 100 certified taxpayer or voter
signatures

Even if you win the Race — still subject to Circuit
Breaker Caps g
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2013 Bond Workshop at the Indiana State Library on August 14

Can’t
artificially
divide

Referendum

* Referendum Process applies if
— Controlled Project defined as . . .

Controlled
Project with
TOTAL costs >
the lesser of
$12,000,000 or
1% of total
gross A.V

69

Formula to Determine Process

Controlled Project Test

Controlled Project Test Uncontrolled

Project = No
Is Project Cost more taxpayer To Lease/
greater than opposition G.O. steps

the lesser of
(i) $2,000,000 or
(ii) 1 % of g.a.v.?

70
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2013 Bond Workshop at the Indiana State Library on August 14

Formula to Determine Process

Referendum Test

Is Controlled Project’s Cost
greater than the lesser of
(i) $12,000,000 or
(ii) 1% of g.a.v.?

If NO, Petition/
Remonstrance
Process
Applies

Referendum
Process
Applies

To Lease/
G.O. steps

To Lease/
G.O. steps

71

Can now opt into Referendum

Cheat Sheet on Process

Type of Building | No Formal Power | Petition- 4 Referendum
to Oppose Remonstrance
Race
Governmental (non- | Not a Controlled More than More than the lesser
academic space) i.e. | Project if $2,000,000 but less | of 1% of assessed
Library $2,000,000* or less | than or equal to the | valuation or
lesser of 1% of $12,000,000
assessed valuation
or $12,000,000

* *If AV is less than $200,000,000 then use 1% of av as limit
« Limits are expressed as total project costs (hard and soft construction, costs of issuance, capitalized interest and interest
earnings). 72
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2013 Bond Workshop at the Indiana State Library on August 14

Confirmation of Understanding

1aJayip Buloueuly
pue 108(oid yoeg
—oly10ads 10e) A1an ‘Aiap

E "A" Library - $1,500,000 renovation of existing library.
i Library has assessed value of $ 250,000,000 =

"B" Library - $2,000,000 renovation of existing library.
Library has assessed value of $300,000,000 =

Library - $2,000,000 renovation of existing library.
Library has assessed value of $150,000,000 =

! "C" Library - $5,000,000 construction of new library.
i Library has assessed value of $300,000,000 =

E $2,000,000 project at Franklin Library Branch, contracted i
| separately, funded separately in 2012 and $2,000,000 project at !
i Whiteland Library Branch in 2013 = i

i $2,000,000 project at Franklin Library Branch, contracted separately, and !
i 2,000,000 project at Whiteland Library Branch in 2013 funded together = i

""""""""""""""""""""""""""" 73

©“

FAGTORS:

Options to Discuss

Multiple projects over time?

Leases vs. general obligation bonds?
Referendum vs. Petition-Remonstrance?
Small projects with no taxpayer
opposition?

Short term plan vs. long term plan? (i.e.
what if you lose?)

Project & Financial need, construction
efficiency, estimated cost, logistics &
POLITICS!!
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2013 Bond Workshop at the Indiana State Library on August 14
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Referendum Process

Library Board meeting to authorize
Preliminary Determination Hearing

(10 days prior to Hearing)

More tax
information
at hearing

@

Publish notice of adoption (commences 30 day
application period) & provide a copy to County Clerk &
Auditor 76

Library Board meeting to hold
Preliminary Determination
Hearing

Also Stop Sign for new rules -- No
more promotion —Just the FACTS
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2013 Bond Workshop at the Indiana State Library on August 14

The Public Question

“Shall Johnson County Public Library issue
bonds to finance the construction of a new :
library building in Franklin, Indiana and for :
the renovation of the existing Franklin and :
White River buildings (the "Project"), :
which Project is estimated to cost not
more than $29,955,000 and is estimated
to increase the property tax rate for debt
service by a maximum of $0.0426 per
$100 assessed value?"

77

The Public Question

“Shall Lebanon Community Schools enter into a
lease to finance the renovation of and
improvements to Lebanon High School, Lebanon
Middle School, Central Elementary School, Harney
Elementary School, Hattie B. Stokes Elementary
School, Perry-Worth Elementary School, the
Service Center, the Transportation Center and the
Administration Center (the "Project"), which
Project is estimated to cost not more than
$40,000,000 and is estimated to increase the
property tax rate for debt service by a maximum of
$0.6624 per $100 of assessed value?"

Revised and Printed August 15, 2013 40

ISL/LDO



Slide 79

Slide 80

2013 Bond Workshop at the Indiana State Library on August 14

ESTIMATED DEBT SERVICE TAX RATE
(Assumes Wrap Around Repayment)

$0.5000

$0.4500

$0.4000

Incremental Maximum Project
$0.3500 | TaxImpact-$.0083 | Tax Impact - $.2955
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Estimated Annual
Tax Impact
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Budget Year

= ExistingDebt ~ ® Proposed Bonds

Note: Based on 2009 pay 2010 net assessed value of $324,649,693 for 2010 and thereafter. The incremental tax impact is the estimated increase in the
debt service tax rate for the proposed Bonds in 2012. However, the maximum project tax impact represents the debt service tax rate in 2030 applicable 79
to the proposed Bonds after other indebtedness is paid off. The maximum project tax impact will most likely be referenced on the referendum question.

Application petition filed with County
Voter Registration Office Sl

i) Board of Registration;
ii) Board of Elections & Registration; or
iii) Office of Circuit Court Clerk

County Voter Registration Office/Auditor certify
100 taxpayer or voter signatures on petition

(maximum of 35 business days — unless within
35 days of election - Only needs to certify 125)

Library delivers notice, certified application
petition and request for public question to Voter
Registration Board (including requested date of
election, if applicable) 80
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2013 Bond Workshop at the Indiana State Library on August 14

DLGF Approval of Question

Slide 81

Clerk, on behalf of Election Board, requests
DLGF Approval

DLGF approves or modifies question within
10 days

County Election Board approves public (o
question and sends to Auditor to certify /&7
FINAL public question

81
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The Election

County Auditor certifies public question to County
Election Board (must be certified by August 1 to
be on General Election ballot)

Q County Election Board schedules election

Election — If win, proceed to lease or g.o.
proceedings; if lose, wait a year on substantially

the same project (if no general, municipal, primary
election in the year — Special election allowed but only on
typical May & November dates)

82
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Petition-Remonstrance Process

Application petition filed with Auditor

Auditor certifies 100 taxpayer signatures on
petition (maximum of 35 business days)

Publish notice of Application of Petition/
Remonstrance Process to Project (begins 29
day “gearing up” period) — Controls timing of
the Race

84
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Petition-Remonstrance Process

First Day to pick up petition &
remonstrance forms from Auditor — 29
day after publication of Notice

Last Day to file petition & remonstrance with
Auditor — 60" day after publication of Notice

Auditor certifies taxpayer signatures
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Can't PROMOTE using:
> Employees on the Clock,

INIVIWVITWUUWUIIT §
™ 44
Petit
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o Library Facilities (or systems)
or
o Library Money
(plus some more . . .)

However, Director,
Business Manager &
Library Board Members

can PROMOTE any time
(as long as they don't use
Library $)
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Slide 87
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Can't PROMOTE using:
o Person/Organization that has a contract "to provide
goods and services" can't spend money to promote
° Attorney, architect, construction manager or
financial advisor for services provided may not spend
money to promote.
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Slogan and Logo
are large

Message is clear,
simple & concise

Campaign “brand”
used on all
communications

Content is picture
oriented with less
words

Effective Communication

88
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Real Life Examples

Can you register
folks to vote on
Library property?

Can librarians & staff
participate in the
campaign?

Can supporters hand Can supporters hand

out flyers at the polls if out flyers at a school

on Library property? football game or the
city hall?

How can the Library
use its website in Can a potential or

connection with the previous contractor

referendum? donate money?
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Sale of Bonds and Post-Sale

Activities

91

Slide 92

Marketing the Bonds

» Prepare Offering Document
» Obtain a bond rating (if applicable)

» Determine method of sale (competitive or
negotiated)

» Bond Closing

92
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Preliminary Official Statement

 Disclosure document which is a marketing tool.

» Provides potential bond purchasers with
information on project, bond structure, security,
legal opinion, etc.

» Provides rating agencies with information on the
Library’s background, history, finances, etc.

» Require for bond issues of $1 million or greater.

93

Competitive Bond Sale

Slide 94

» Competitive Bond sale may be required by State
Statute — determined by Bond Counsel

» Typically sold upon 24 hours’ notice
* Financial advisor coordinates sale

* Bonds awarded to underwriter with lowest net
interest cost

— Based upon interest rates and Underwriter’s discount
and/or premium

» Typically used for property tax supported bond
issues

94
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2013 Bond Workshop at the Indiana State Library on August 14

Competitive Bond Sale (Cont’d)

» Advantages

— Assurance that bonds are sold at the lowest interest
rates

— Provides incentive for each underwriter to submit
most aggressive bid

— Open, fair process
» Disadvantages
— May have less flexibility
— “Risk premium” built into bonds
— Less control over allocation of bonds

95

Negotiated Bond Sale

» Negotiate interest rates and fees with one underwriter

* May send Request for Proposal to several underwriter’s
before selecting one
» More often used for revenue supported bonds without a
property tax backup (“story” bonds)
» Advantages
— Greater incentive to engage in pre-sale marketing activities
— More flexibility concerning timing and bond structure
— Can ensure that bonds are available to certain investors
» Disadvantages
— How is basis of underwriter selection determined
— Are you getting the best deal?

96
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Final Official Statement

Finalize after bond sale

Contains final interest rates and reoffering
prices

Includes bond rating information if
applicable

Distribute to winning underwriter within 7
days of sale

97

Closing

Principal Amount $6,375,000.00
Less Underwriter’s Discount (68,932.40)
Plus Original Issue Premium 522,131.15
Total Wire Amount $6,828,198.75
v ! N
Deposit to Construction
Deposit to Bond Interest Deposit to Bond Account = $6,501,859.17
Account = $261,339.58 Issuance Expense
Account = $65,000 Used to pay contractors,
Used to pay principal & architects, construction
interest on the Bonds Used to pay costs of related costs, real estate
through 1/15/2012 issuance of the Bonds & equipment

purchase of property. Deposit in Library
Construction Account to be used on the
renovation of the high Library.

Anticipation Note on 3/1/2011

Transfer to Library = $1,761,402.07 for
$418,896.85 - Used to pay off the Bond

98
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Arbitrage/Rebate

Arbitrage = Refers to the difference between the yield on
the Bonds and the interest earned by investing the
proceeds

Exceptlons to the Rebate Requirement:

O Small Issuer Exception -- $5,000,000 or less in tax exempt
borrowing annually

O Two Year Spend Down Exception —

i R
10% - h PR LRy
0% - 6 months ||ﬁ\ |u|
45% - 1 year Ly Ny

75% - 18 months
100% - 2 years

If no exception met, rebate (if any) due 5 years after the closing
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As you look at your Dashboard you must
always be looking AHEAD .
Where are you gomg

100
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ICEMILLER...

LEGAL COUNSEL

HONYEWN

Serving you as Bond Counsel:

Serving you as Financial Advisor:

Jane N. Herndon, Esg. Belvia Gray

317.236.2437 317.465.1523
Jane.herndon@icemiller.com Gray@umbaugh.com

Kristin McClellan, Esq. Colette Irwin-Knott
317.236.5943 317.465.1523

Kristin.mcclellan@icemiller.com Irwin-knott@umbaugh.com
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